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Part A: Multiple choice questions – answer these in the sheet provided. 
There are 20 questions and the marks are shown for each of these. There are 52 marks in 
total 
Please choose the answer that most applies and answer in the answer sheet provided 
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Part B: Practical Questions - All of the following questions must be answered 
 
Answer these questions in the exam booklet provided. There are 48 marks for this section. 
 
 
Question 1 - 14 marks 
 
Baker Winery manufactures a fine wine in two departments, Fermenting and Bottling. In the 
Fermenting Department, grapes are aged in casks for a period of 30 days. In the Bottling 
Department, the wine is bottled and then sent to the finished goods warehouse. Labour and 
overhead are incurred uniformly through both processes. Materials are entered at the 
beginning of both processes. Cost and production data for the Fermenting Department for 
December 2016 are presented below: 
 
Cost data 
 Beginning work in process inventory $  37,000 ($30,000 of which were  
     material costs) 
 Materials added 390,000 
 Conversion costs   116,000 
  Total costs $543,000 
 
Production data 
 Beginning work in process (litres) 5,000 (40%) 
 Litres started into production 79,000 
 Ending work in process (litres) 8,000 (75%) 
 
Required: 
Prepare a production cost report for the month of December. 
 
 
Question 2 - 11 marks   
  
American Delights manufactures a wide variety of holiday and seasonal decorative items.  It 
has four activity cost pools. Information regarding these pools and their drivers is presented 
below: 
 
Activity Cost Pool Cost Driver Est. Overhead Est. Driver 
Purchasing Orders $   297,000 900 
Storing Square foot/days $   130,000 100,000 
Machining  Machine hours 1,000,000 10,000 
Supervision Inspections 5,000 1,000 
  
The Snow Man project involved three purchase orders, 4,000 square feet of storage space, 
60 machine hours, and 40 direct labour hours. The cost of direct materials on the job was 
$19,000 and the direct labour rate is $30 per hour. 
 
Required: 
i) Calculate American’s activity-based costing overhead rates (4 marks) 
ii) Determine the total cost of the Snow Man project.   (7 marks) 
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Question 3 - 12 marks 
 
Stanton Company is performing a post-audit of a project completed one year ago. The initial 
estimates were that the project would cost $490,000, would have a useful life of 9 years, 
zero salvage value, and would result in net annual cash flows of $90,000 per year. Now that 
the investment has been in operation for 1 year, revised figures indicate that it actually cost 
$510,000, will have a useful life of 11 years, and will produce net annual cash flows of 
$77,000 per year.  
 
Required: 
i) Calculate the net present value using the original estimate. Assume a discount 
rate of 10%         (5 
marks) 
 
ii) Calculate the net present value using the revised estimate. Assume a discount 
rate of 10%.         (5 
marks) 
 





Question 4 - 11 marks 
 
Joey’s Recording Studio rents studio time to musicians in 2-hour blocks. Each session 
includes the use of the studio facilities, a digital recording of the performance, and a 
professional music producer/mixer. Anticipated annual volume is 1,000 sessions. The 
company has invested $2,000,000 in the studio and expects a return on investment 
(ROI) of 16.5%. Budgeted costs for the coming year are as follows. 
 
 Per Session         Total 
 Direct materials (tapes, CDs, etc.)   $         60 
 Direct labor      $       400 
 Variable overhead     $         50 
 Fixed overhead     $850,000 
 Variable selling and administrative expenses $         40 
 Fixed selling and administrative expenses  $800,000 
 
Required: 
i) Determine the total cost per session.     (3 marks) 
ii) Determine the desired ROI per session.    (3 marks) 
iii) Calculate the mark-up percentage on the total cost per session. (2 marks) 




***End of Exam*** 
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